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As a starting point for this analysis, we examined whether IHS funding has increased sufficiently

to account for medical cost inflation and growth in the Native American population relative to

the U.S. population. It should be noted that this analysis did not examine whether IHS funding in

1987 was adequate, but rather whether funding increased sufficiently to cover the rate of medical

cost inflation. Budgetary and population data provided by the IHS, National Health Expenditure

data provided by the Health Care Financing Administration, and Census population estimates

were used to perform this initial analysis.
�

In terms of the total American Indian and Alaska Native population, IHS funding, per capita, was

$408.81 in 1987. Per capita funding increased to $735.75 by 1998. However, if the level of IHS

funding had kept pace with the rate of inflation between 1987 and 1998, the per capita level of

funding would have been $817.02 – or 11 percent higher than the actual level of funding in 1998.

In terms of the IHS eligible population, the 1998 per-capita level of funding would have been

$1,406.22 – or 18.6 percent higher than the actual level of funding (See Table 1).

This decline in per capita funding for the IHS could suggest that there has been a decline in

access to and utilization of health services by this population over the 1987 to 1998 period. On

the other hand, it is possible that the decline in funding for the IHS may be offset by increased

funding for health services for American Indians and Alaska Natives from other sources, such as

Medicaid, Medicare, or private insurance coverage. If so, then the decline in funding for the IHS

may have had little effect on total spending on health services for American Indians and Alaska

Natives. In the next section, we examine this question by comparing per capita spending of

American Indians and Alaska Natives with spending for the U.S. population by specific sources

of health care financing.
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Table 1. Differences between FY1998 IHS per-capita personal health care service funding and the level of funding required to compensate

for inflation since 1987
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CHAPTER 4: CAVEATS TO THE FINDINGS

The baseline estimates reported in this section are based on assumptions about a number of

issues for which complete information was not available. First, the data sources we relied on to

generate these estimates do not capture the full set of potential health care users and

expenditures. Specifically, these data do not include expenditures for individuals in institutional

settings, such as skilled nursing facilities and other long term care facilities. Second, individuals

in the military, U.S. territories, and living abroad were not reported. Because of these exclusions,

the total health expenditure estimates upon which our analysis was based are approximately

20 percent lower than estimates obtained from other sources, with about one half of this

difference due to long-term care expenditures.
�
As described in the Appendix, we adjusted our

initial baseline estimates to account for these expenditures. Even so, because of our reliance on

survey data, it is possible that our spending estimates may differ from those obtained from other

sources.

Third, there is uncertainty about the size of the potential and actual IHS user populations. The

general eligibility criteria for IHS services is very broad, consisting of all “persons of Indian

descent belonging to the Indian community serviced by the local facilities and program” (OTA

1986). The IHS, however, defines the eligible population more narrowly as those Native

Americans residing on reservations or in adjacent counties. Further, the IHS defines the user

community as those American Indians and Alaska Natives receiving IHS services within the last

three years. Based on these definitions, the IHS eligible and user populations are estimated to be

approximately 1.5 million and 1.3 million, respectively.

Out of concern about uncertainty in accurately enumerating the IHS eligible and user

populations, we decided to report IHS expenditures at the level of the entire American Indian and

Alaska Native population, which includes both the user and non-user communities. As such, our

estimates should not be interpreted as indicative of the IHS proportion of spending for the IHS

user population.
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APPENDIX A: DATA AND METHODOLOGY
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to U.S. population per-capita expenditures, by source of payer, except IHS and Medicaid. In the

second step, these estimates were adjusted by the relative proportion of American Indians and

Alaska Natives 65 years of age or older, compared to the proportion for the U.S.. population, for

all payment sources except Medicare. This adjustment was done to account for the fact that

almost all long- term care expenditures are provided to the elderly. For example, estimates based

on 1987 data indicated that on a per-capita basis, expenditures by the elderly for nursing home

services were 28 times greater than expenditures by the non-elderly (Friedland 1990). As such, it

was important to account for differences in the relative size of the elderly populations between

native Americans and the U.S. population.

A second set of adjustments were then applied to account for additional expenditures not

captured in the survey files. Unfortunately we did not have information about how these missing

expenditures might vary across the U.S. and American Indian and Alaska Native populations or

across sources of payment. Therefore, all expenditure estimates (i.e., all payment sources and

population groups) were adjusted upwards by 11.5 percent to obtain U.S. baseline estimates that

were consistent with those reported in HCFA’s National Health Expenditure tabulations.

��������� �� ��������� �&	'���&  !!" ��� %�()��%���

�$%��&��'(��

Unlike the Medicare and Medicaid programs, funding for health services provided by the IHS is

determined by an annual budget. As part of this study, we attempted to determine what per-

capita expenditures would have been if the IHS budget increased with the rate of increase in

medical expenditures. These calculations were based on using IHS budgetary data for 1987, and

inflating these estimates to 1998 using National Health Expenditure personal health care

estimates for 1987 and 1998.

Historically, between 15 percent and 20 percent of the IHS budget has not been allocated for

personal health care services. For this analysis, we assumed that this share was 17.5 percent.

These calculations involved inflating IHS per-capita funding in 1987 to 1998 according to the

NHE rate of growth in per-capita personal health expenditures between 1987 and 1998.
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